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FEDERAL RESERVE BOARD
Regulations leading to the establishment of special reserves for international
banking operations and international lending supervision have recently
been proposed by the FRB's Board of Governors (see the 12/28/83 Fed. Reg.,
pp. 57140-42). If adopted, this proposal would require banking institutions
to establish special reserves against the risks presented in certain inter
national assets. In particular, it is intended to require banking institutions
to recognize uniformly the risk and diminished value of international assets
which have not been serviced over a protracted period of time. This proposal,
according to the FRB, would implement one aspect of the joint program of
the federal banking agencies. As it is the intention of the FRB to adopt
final regulations by 1/31/84, comments are requested by 1/11/84. For addi
tional information contact Nancy P. Jacklin at 202/452-3426.
GENERAL SERVICES ADMINISTRATION
GSA implementation of the Federal Acquisition Regulation (FAR) , General Services
Administration Acquisition Regulation (GSAR), is the subject of a notice of
proposed rulemaking by the GSA (see the 12/29/83 Fed. Reg., p. 57345) . The
GSA proposal would establish the GSAR as Chapter 5 of the Federal Acquisition
Regulations System (FAR) and would implement and supplement the FAR. This
new GSAR will, if adopted, supersede the current GSA Procurement Regulations.
The following parts of the proposed GSAR are available for review and comment:
Part 503, Improper Business Practices and Personal Conflicts of Interest;
Part 546, Quality Assurance; Part 505, Publicizing Contract Actions; and,
Part 547, Transportation. Comments are requested by 1/30/84. For additional
information contact Ida Ustad at 202/523-4754.
SECURITIES AND EXCHANGE COMMISSION
The SEC's interpretive release relating to extinguishment of debt through
"in-substance defeasance" arrangements has been rescinded by the Commission.
Financial Reporting Release No. 3 was rescinded because the Financial
Accounting Standards Board has recently issued a standard on that topic.
The Statement of Financial Standards (SFAS) No. 76, "Extinguishment of Debt,"
clarifies the accounting for such "quasi-defeasance" or "in-substance
defeasance" arrangements. For additional information contact Dorothy E. Walker
at 202/272-2130.
SMALL BUSINESS ADMINISTRATION
Minority small business and capital ownership development assistance is the
subject of a proposed rule recently issued by the U.S. SBA (see the 12/
22/83 Fed. Reg., pp. 56686-708) . The proposal, if adopted, would amend
and revise SBA regulations covering the section 8(a) and 7 (j) programs.
According to the SBA, the Minority Small Business and Capital Ownership
Development Program is intended to provide contractual and management
assistance to concerns owned and controlled by socially and economically
disadvantaged persons. If the proposed regulations are adopted in final
form, the SBA noted, in some instances they would alter existing regula
tions covering the section 8(a) program, add additional provisions to
existing regulations, and leave some regulations untouched. Comments
are requested by 2/21/84. For additional information contact Henry
Wilfong, Jr., at 202/653-6407.
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Regulations requiring a minimum addition of reserve for losses on loans of
mutual savings banks and other financial organizations were recently
issued by the IRS (see the 12/19/83 Fed. Reg., pp. 56083-87) . The
proposals under tax code Section 593, reflect changes made by the 1981
tax act as well as clarifying changes to existing regulations. The
revisions to the law made by the 1981 act created an exception to rules
under tax code Section 593(e) to help facilitate tax-free reorganization
of thrift institutions undertaken in connection with a case under the
jurisdiction of the FSLIC. The proposals implement the exception from
a requirement that distributions from bad debt reserves be recaptured
as ordinary income when the distributions are made to the FSLIC in
redemption of an interest in thrift institution received in exchange
for financial assistance. Also covered by the proposals are 1981 tax
act changes intended to facilitate the conversion of mutual savings
banks into stock associations. These institutions, which the IRS said
must have capital stock represented by shares and which are subject to
federal or state laws relating to mutual savings banks, may utilize the
bad debt deduction, but only if they compute the deduction under the
percentage of taxable income method applicable to building and loan
associations. Under the clarifying changes included in the proposals,
several sections of the regulations pertaining to taxable years begin
ning before 1/1/63, or taxable years beginning before 7/12/69, were
either deleted or renumbered. According to the IRS, the proposals
also clarify that institutions qualifying for the rules under tax code
Section 593 may adjust the amount of their addition to bad debt reserves
to change the amount of their bad debt deduction, subject only to the
maximum and minimum requirements included in the regulations. Comments
are requested by 2/17/84. For additional information contact Susan
Thompson Baker at 202/566-3459.
Procedures for issuers of industrial development bonds and other private purpose
bonds to request relief from the consequences of filing certain information
returns late have been announced by the IRS (IR-83-152). The IRS may grant
issuers relief from the consequences of late filing Form 8038 if there is
reasonable cause for the delay. A prompt application for relief from the
consequences of late filing should be submitted as a request for a private
letter ruling stating the reasons that establish reasonable cause for the
late filing. The actual filing of Form 8038 should not be delayed while
the application is pending. For additional information contact the IRS
Public Affairs Office at 202/566-4024.
Regulations relating to the investment credit for cooperative organizations have
recently been proposed by the IRS (see the 12/27/83 Fed. Reg., pp. 56965-71).
According to IRS, changes to the applicable tax law were made by the Revenue
Act of 1978, and these proposed rules would provide the public with the
guidance needed to comply. Additionally, these proposals would affect
cooperatives that earn investment credit and the pattern of those coopera
tives. In general, these proposed regulations will provide two methods for
allocating the unused credit to a cooperative's patrons. Under the first
method, the cooperative allocates the credit to all its patrons on the basis
of business done with the cooperative. As an alternative, the cooperative
may elect to use the second method for all taxable years beginning with
the year for which the election is first made. Under the second method,
the unused credit is first allocated to the various allocation groups with
in the cooperative that reasonably expect to use the property. Comments
are requested by 2/27/84. For additional information contact Patricia Kessler
at 202/566-3430.
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SPECIAL:

BUSH TASK FORCE ENDORSES SOME REFORMS

The federal task force,looking into the regulation of financial services,
agreed, 12/22, on a set of recommendations that would move the federal
financial regulators closer toward functional regulation of banks, thrifts,
securities firms, and other financial service providers. The Vice Presidential Task Group on Regulation of Financial Services, which is chaired by
Vice President George Bush and includes the heads of all the federal finan
cial regulatory agencies, met in Washington, D.C., to review staff recommen
dations on how to reorganize the federal regulatory structure, but did not
discuss the subject of whether to consolidate the three federal banking
agencies.The group agreed that all securities activities of banks and thrifts
should be regulated by the SEC, and that the Justice Department should per
form all reviews of financial institution mergers to determine whether they
would violate antitrust laws. Additionally, the group agreed that organiza
tions that are chartered as thrift institutions, but which act more
like banks in the market place should be regulated like banks
by the Comptroller of the Currency rather than the Federal Hone Loan Bank
Board. Under this plan, regulators will use an asset test to determine
whether a thrift would be eligible for regulation by the FHLBB or whether
it exhibits banking qualities and would be required to be regulated by a bank
regulatory agency. The plan would also allow, but not require, banks that
meet the thrifts asset test to be regulated as thrifts. Lastly, the
force agreed that the current system of federal deposit insurance should be
revamped so that financial institutions would pay a higher level of insurance
premiums if they engage in risky activities. The group recommended that
the FDIC rely on private appraisals of risk to determine which institutions
would pay a higher insurance premium. The question of whether the regulatory
functions of the three federal banking agencies, the FRB, the OCC and the FDIC
should be merged or reorganized in some way will be discussed at the next
meeting planned for early January.

For additional information, please contact Gina Rosasco, Nick Nichols,
or Kathee Baker at 202/872-8190.
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